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Mr. Fogarty. The committee will come to order. 

‘ We are meeting a little bit early this morning because of the House 
being in session at 11 o’clock and I assume that the debate will be 
resumed on the Supplemental defense appropriations bill. 

We are going to try to finish our hearing on this supplemental by 11 
o'clock. 

First, I want to welcome the new member of our committee, Mr. 
Fred Marshall from Minnesota. 

We are happy to have you with us and hope you enjoy your service 
on this committee. 

Mr. MarsHaty. Thank you, Mr. Chairman. I look forward with 
pleasure to this assignment under your able chairmanship and also 
for the privilege of serving with the other able members of this 
committee. 

I had the privilege before of serving on a subcommittee with Mr. 
Taber and Mr. Laird and thoroughly enjoyed that experience. 

Mr. Fogarty. Everybody says that about John Taber. They say 
he is a pretty good person to work with. And I notice that Mr. Laird 
has just recently been assigned to an additional subcommittee which 
speaks pretty well of his committee service. 


SUPPLEMENTAL APPROPRIATION REQUEST FOR 1958 


We have supplemental appropriation requests from the President 
which are contained in House Document No. 313. I will ask the clerk 
to insert the pertinent portion in the record at this point. 


(1) 





2 


(The document referred to follows:) 


“DEPARTMENT OF LABOR 
“BuREAU OF EMPLOYMENT SECURITY 


“GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND EMPLOYMENT SERVICE 
ADMINISTRATION 


“For an additional amount for ‘Grants to States for unemployment compen- 
sation and employment service administration’, $33,000,000.” 

This appropriation pays the administrative costs of the Federal-State unemploy- 
ment compensation and employment service programs, and of the Federal pro- 
grams of unemployment compensation for Federal employees and unemployment 
compensation for veterans of the Korean conflict. For the fiscal year 1958, 
$259,814,000 was appropriated for this purpose. Since the enactment of this 
appropriation, workloads have increased substantially in the States and additional 
funds are necessary to assure prompt payments to the increased number of people 
who are unemployed. 

On December 20, 1957, this appropriation was reapportioned, pursuant to 
section 3679 of the Revised Statutes, as amended, on a basis which indicated the 
necessity for a supplemental estimate. This action was reported to Congress by 
the Director of the Bureau of the Budget on that date. 


‘““UNEMPLOYMENT COMPENSATION FOR VETERANS 


“For an additional amount for ‘Unemployment compensation for veterans’, 
$25,000,000: Provided, That not to exceed 5 per centum of the appropriation, for 
the current fiscal year, for ‘Unemployment compensation for veterans’ and not to 
exceed 5 per centum of the appropriation, for the current fiscal year, for ‘Unemploy- 
ment compensation for Federal employees’, shall be available interchangeably.” 

This proposed supplemental appropriation is necessary to enable unemploy- 
ment compensation payments for veterans of the Korean conflict to continue 
through the full year. The number of claims filed and the amount of benefits 
paid are running much higher than anticipated when the current appropriation 
was provided. It is expected that funds currently available will be exhausted 
about February 15, 1958, and this proposed supplemental appropriation is needed 
promptly to permit continuation of benefit payments. 

Language is proposed to permit transfer of funds between this appropriation 
and the appropriation ‘Unemployment compensation for Federal employees’’ in 
view of the uncertainty as to the demands on these two appropriations. 

On October 31, 1957, this appropriation was reapportioned, pursuant to section 
3679 of the Revised Statutes, as amended, on a basis which indicated the necessity 
for a supplemental estimate. This action was reported to the Congress by the 
Director of the Bureau of the Budget on that date. 


“UNEMPLOYMENT COMPENSATION FOR FEDERAL EMPLOYEES 


“For an additional amount for ‘‘Unemployment compensation for Federal em- 

ag og $18,400,000.” 

his proposed supplemental appropriation is needed to pay unemployment 
compensation to former Federal employees in accordance with laws of the States. 
The number of claims filed and the amount of benefits paid are running much 
higher than anticipated when the current appropriation was provided. Funds 
now available will be exhausted about February 15, 1958, and this proposed 
supplemental appropriation is needed promptly to permit continuation of benefit 
payments to eligible individuals. 

On October 31, 1957, this appropriation was reapportioned, pursuant to section 
3679 of the Revised Statutes, as amended, on a basis which indicated the neces- 
sity for a supplemental estimate. This action was reported to the Congress by 
the Director of the Bureau of the Budget on that date. 


Mr. Focarty. Mr. Goodwin, do you have statements on these re- 
quests? 
Mr. Goopwin. Yes, Mr. Chairman. 
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UNEMPLOYMENT COMPENSATION FOR VETERANS 


Mr. Focartry. Would you start with the request for veterans’ un- 
employment compensation? 

Mr. Goopwin. Yes, Mr. Chairman. An additional amount of $25 
million is needed to pay benefits to unemployed ‘‘Korean”’ veterans 
in 1958. With the $36,800,000 appropriated for 1958 and about 
$2 million of unobligated 1957 funds returned by the State employ- 
ment-security agencies, this will make a total of $63,800,000 available 
for this fiscal year. 

The amount of payments in this program has been less in each 
year since a peak of $107 million was reached in 1955. They were 
$70,100,000 in 1956 and $55,100,000 in 1957. It had been estimated 
that this trend would continue. Therefore, when I appeared before 
the House Appropriations Committee to justify our 1958 request, it 
was estimated that expenditures would be about one-third less than 
were estimated for 1957. However, when I appeared before the 
Senate committee in April, the rate of decline from the previous year 
had begun to slow down, and I so advised the committee. 

The volume of insured unemployment rose above the comparable 
period a year earlier in November 1957, and continued to rise until in 
early January 1958 it was 21.5 percent higher. A further rise in 
insured unemployment is indicated by the fact that initial claims were 
37 percent higher in the week of January 11, 1958, than a year 
previously. : 

State expenditures for benefit payments to unemployed ‘‘Korean” 
veterans in the July-December 1957 period were approximately 
$23,100,000. While this was about 92 percent of the $25,100,000 paid 
out in the comparable period of the previous year, the rate of change 
had increased steadily from August. Payments in August were equal 
to 78 percent of the amount paid out in the previous August. In 
December, they were 120 percent of the same month a year earlier. 
This upward trend is continuing in January. 

Insured unemployment in the State unemployment-insurance 
programs is estimated to increase significantly between the first and 
second half of 1958. In that kind of a labor market, it is also estimated 
that more “Korean” veterans will become unemployed. However, 
we are not anticipating as sharp a rise in UCV insured unemployment 
as in the State programs. We have not estimated the same percent of 
increase as is expected in the State unemployment-insurance programs, 
for two reasons. First, there will be fewer “Korean’”’ veterans sepa- 
rated in the January—June 1958 period than were separated in the 
July-December 1957 period. Second, as employment picks up sea- 
sonally in the last quarter of the fiscal year, employment opportunities 
for voung veterans will improve more rapidly than for the rest of the 
labor force generally. 

In addition to the $63 million in benefit payments which we expect 
the States to make, we are requesting $800,000 for working capital. 
In this program, as well as in the program for unemployment compen- 
sation for Federal employees, we advance funds to the States for 
benefit payments. Since it is not possible to estimate the amount of 
these payments precisely in advance, it is necessary to have an appro- 
priation somewhat larger than the estimated amount of benefits. 
These funds can only be used for the payment of benefits and those 
which are not so used are returned to the Treasury. 
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That is the statement on unemployment compensation for veterans, 
Mr. Chairman. 


UNEMPLOYMENT COMPENSATION FOR FEDERAL EMPLOYEES 


Mr. Chairman, on unemployment compensation for Federal em- 
ployees, the figures are a little different although the picture is the 
same. Would you like me to read that? 

Mr. Foearry. It is pretty much repetitious, except for the figures, 
so we will just put that in the record at this point. 

(The material referred to follows:) 


STATEMENT OF RosBertT C. GOODWIN ON THE 1958 SUPPLEMENTAL REQUEST FOR 
UNEMPLOYMENT COMPENSATION FOR FEDERAL EMPLOYEES 


Mr. CrarrRMAN, an additional amount of $18,400,000 will be required to pay 
unemployment compensation to Federal workers in 1958. The 1958 appropria- 
tion is for $25 million and about $3,100,000 of unobligated funds was available 
from the 1957 appropriation. Therefore, with the additional funds being re- 
quested there would be $46,500,000 available for 1958. 

Benefit payments are now estimated to total $46, 100,000 and $400,000 has been 
requested for working capital. Since the Bureau advances funds to most States 
and expenditures usually vary from the amount of the advance, we must have 
slightly more funds than will actually be spent for benefits. These funds can 
only be spent for benefits. They are not available for the costs of administration. 

Therefore, Federal unobligated balances are returned to the Treasury and State 
unobligated balances are by law required to be returned to the Federal Govern- 
ment to be added to the appropriation then current. 

This program is carried out by the State employment security agencies under 
agreements with the Secretary of Labor. The benefit rights of Federal workers 
are determined in the same manner and under the same conditions as are those of 
workers covered under the State unemployment insurance laws. The amount, 
duration and eligibility for benefits are governed by the provisions of the States’ 
laws. 

The rate of insured unemployment in this program has been extremely low. 
In each year through calendar year 1957 the rate has been less than 1 percent. 
It has also been less than one-third of the rate of insured unemployment in the 
State programs. 

The need for these additional funds arises from the fact that more Federal 
workers have been separated than were separated in 1957 and as the labor mar- 
ket has softened, they have had more difficulty in finding employment. In the 
entire 1957 fiscal year 21,700 Federal employees were separated by reduction in 
force While Civil Service Commission figures on the number of such separations 
in the July-December period are not yet available, we have been advised by 
Federal agencies of 32,000 layoffs in the September 1957-January 1958 period. 
The Federal agencies have also advised us that there will be fewer separations in 
the last half of the vear than there were in the first half. 

Unemployed Federal workers seeking new employment face problems and 
conditions similar to those of other unemployed workers having like skills. How- 
ever, we have not estimated that insured unemployment among Federal workers 
will increase between the two halves of 1958 in the same proportion as is expected 
for the State programs. The reason is that fewer Federal workers are expected 
to be laid off in the second half of the year than there were in the first half. How- 
ever, the amount of benefits to be paid out is expected to increase about 60 per- 
cent over the $17,721,000 expended in the July-December 1957 period. This 
increase is expected because workers laid off in the latter part of the first half of 
the year will be drawing claims in the third and fourth quarters of 1958. The 
amount required for the January-June 1958 period is estimated at $28.8 million. 
Since only $10.4 million is available, a supplemental of $18.4 million is needed. 


Mr. Goopwin. The amount there is an additional amount of 
$18,400,000 and that will bring the total amount available for 1958 
up to $46,500,000. 
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Mr. Focarry. Before we start our questioning, give us a statement 
on the grants to States item which also is tied into this problem of 
greatly increased unemployment. 


UNEMPLOYMENT COMPENSATION AND EMPLOYMENT SERVICE 
ADMINISTRATION 


Mr. Goopwin. For grants to the States for administration of their 
unemployment insurance and employment service programs we are 
requesting a supplemental appropriation of $33 million which with the 
$259,814,000 already appropriated would make a total of $292,814,000 
for fiscal year 1958. The State employment security agencies need 
these supplemental funds primarily because they are required to 
process a greater number of claims for benefits, employer tax reports, 
employee wage records and applications for work. State obligations 
plus Federal postage encumbrances, in the July-December 1957 period 
were $133,861 ,000 leaving a balance of $125,593 ,000 of the $259,814,000 
appropriation available for the last half of 1958. Therefore, the State 
employment security agencies are in the position of having $7,908,000 
less available in the second half of the year when claims for unemploy- 
ment insurance are expected to be about 90 percent greater than they 
were in the first half of the year. Obligations for the January—June 
1958 period are now estimated to be $158,953,000 so that an addi- 
tional $33 million is required. 

In preparing our 1958 appropriation requests, well over a year ago, 
we assumed that the high levels of economic activity which we were 
experiencing then would continue throughout fiscal year 1958. Con- 
sequently, we based our request upon the assumption that insured 
unemployment in fiscal year 1958 would be the same as for fiscal year 
1957 which we then estimated would be 1,225,000. Actually our 
experience in fiscal year 1957 was slightly higher than we had antici- 
pated. Insured unemployment actually averaged 1,284,000 per week 
for the year. 

The 1958 fiscal vear began, as we had anticipated, with relatively 
low levels of unemployment although there were some indications of a 
softening in the economy. For example, there was less housing con- 
struction started in the July-September 1957 period than in the same 
1956 period. This affected activity in the logging and lumbering 
industries and the Pacific Northwest experienced an early rise in 
unemployment. Federal expenditures for goods and services also 
declined in the July-September 1957 period. However, these changes 
in economic activity did not become evident in the figures for the 
country as a whole until the fall of 1957. 

Normally, insured unemployment rises slightly in July and then 
declines each week in August and September. This fiscal year it 
followed about the normal pattern in July and August. In September, 
however, it began to rise instead of continuing to fall and the rate of 
increase since that time has been extremely sharp. In September 
insured unemployment was about 175,000 or 18 percent above the 
level of September 1956. In October it was 359,000 or 41 percent 
higher, in November 500,000 or 49 percent higher and in December 
it was 827,000 or 64 percent higher than in the same month of the 
previous year. Insured unemployment in the week ended January 4, 
1958, was 2,779,000. This was almost 400,000 higher than the pre- 
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vious weekly high which was reached in January 1950. However, 
unemployment as a percent of the covered work force at 7.3 percent 
in January 1950 was greater than it was in January 1958 when it was 
7.0 percent because the number of workers covered by the State 
unemployment insurance laws had increased from 32,543,000 in 1950 
to more than 40,400,000 in 1958, or 24 percent. 

These figures indicate both the size of the task the State agencies 
face and the suddenness with which it developed. 

The rise in unemployment is the direct result of layoffs in a number 
of important durable goods industries and, to a lesser extent, in such 
nondurable goods industries as textiles and apparel aggravated by the 
normal winter seasonal increase which results from the closing down 
of many outdoor activities. The durable goods industries most affected 
include aircraft, automobiles, other transportation equipment in- 
dustries, primary metals and metal work industries. Insured unem- 
ployment which averaged just under 1,400,000 per week in the first 
half of the year is now expected to be about 2,600,000 per week for 
the balance of the year. 

The rapidly changing economic situation resulted in a sharp rise in 
the volume of workloads which must be performed by the State 
employment security agencies. The increase in claims loads have 
been substantial. Our 1958 budget provided for about 5.8 million 
initial claims in the first 6 months but the State agencies were required 
to take 7.6 million. There were 33,245,000 continued claims for 
benefits filed in the local offices although the appropriation provided 
for only 25,912,000 in the first 6 months. Based on this experience, 
and particularly on that in December, we now estimate we will, for 
the fiscal year as a whole, take 17,930,000 initial claims and 97,800,000 
continued claims. Therefore, the State agencies will be required to 
take 6,169,000 or 52.5 percent more initial claims and 37,540,000 or 
62.3 percent more continued claims than can be processed with the 
original 1958 appropriation. The 1958 appropriation provided for 
7,600,000 applications for work, of which about 3,600,000 would have 
been filed in the July-December period. Actually we took 4.6 million 
applications during this period. We expect that toward the end of 
the second half, the workload in new applications may drop off a 
little but we estimate that 4.9 million job applications will be field 
with the local employment service offices in the last half of the fiscal 
vear and that there will be a total of 9.5 million applications for the 
fiscal year as a whole. An additional amount of $10,468,000 will be 
required for nonpersonal services and payments to the Post Office 
Department for State employment security agency postage. Of this 
amount $1,187,000 is for postage payments related to the higher 
workloads to be performed. $2,147,000 is for employee retirement 
contributions which have been computed at 5.3 percent of personal 
services, the rate used in our 1958 allocation to the States. The 
balance of the increases are necessary because (1) the $53,027,000 
available in the 1958 appropriation was substantially less than the 
1957 actual experience, (2) there has been an actual increase in 
nonpersonal service costs and, (3) the performance of larger workloads 
requires the expenditure of more nonpersonal services. Obligations 
in the July-December 1957 period for nonpersonal services and 

ostage were $30,807,258 and are estimated at $32,688,842 for the 
balanes of the year. 
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When the appropriation request was prepared it was estimated 
that the average State salary rate at the beginning of 1958 would be 
$4,150 and that increases above that average because of statewide 
compensation plan changes would be paid from the contingency 
fund. The average salary rate in July was $4,307, $4,393 in October 
and is now estimated at $4,343 for December. The decline from 
October to December is related to the increase in the number of 
State agency employees as the newly added claims takers are in the 
lower salaried brackets. Therefore, it is now estimated that the 
average State salary rate for the year as a whole will be $4,300. 
This $150 increase over the rate in the original appropriation will 
cost $7,257,000. 

The large increases in workloads did not occur until September 
and as [ have already pointed out, they rose very rapidly in each 
month thereafter. By the time the increase in workloads had 
become substantial most of the contingency fund had been committed 
to pay for statewide salary increases and for the cost of changes in 
State unemployment insurance laws. Therefore, the State agencies 
had no assurance of receiving additional funds to pay for more 
employees to process the lerger claims and job application workloads. 
Also, many State laws, like the Federal law, do not permit over- 
obligation of funds. The States used short cuts in taking and pro- 
cessing unemployment insurance claims and they used employment 
service personnel to take claims for unemployment i insurance. Previ- 
ously the Bureau and the State agencies have indicated to the Con- 
gress their concern about the use of employment service personnel to 
take claims at the time when it should be making its most sustained 
and strongest efforts to find jobs for unemployed workers. 

The Congress has not only shared our concern; it took the positive 
step of establishing the contingency fund to enable the State agencies 
to hire new employees when claims workloads increased instead of 
diverting employment service personnel. The Congress too has 
shared our concern that the integrity of the program be preserved 
and that benefit payments be made only to workers eligible under the 
State laws. 

As the claims workloads rose sharply in the fall of 1957 it became 
apparent that the States would need additional personnel and funds te 
process the workloads. Therefore, we took two actions. We pre- 
pared a supplemental appropriation request to be submitted to the 
Congress when it convened. Simultaneously, we requested the 
Bureau of the Budget to apportion available funds at a rate which 
would provide for the performance of necessary workload until sup- 
plemental funds could be appropriated by the Congress. The Bureau 
of the Budget approved this apportionment on December 20, 1957, 
and so advised the Congress. On the basis of these actions, the State 
agencies added about 3,100 people to their staffs in December and are 
currently hiring additional workers to process the workloads coming 
into their offices. They are also working overtime and keeping 
offices open longer, in some instances 6 days a week. 

Before closing, I want to call to vour attention some comparative 
figures on the amount of benefits paid out. In the January-June 1958 
period the State employ ment security agence ies are expected to pay 
out $1,633 million in unemployment insurance benefit payments. 
This is $682 million or 72 percent more than was paid out in the Jan- 
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uary—June 1957 period. It is also the wry 30% amount of unemploy- 
ment insurance benefit payments ever paid through the employment 
security system in a 6-month period. ‘These figures give some meas- 


ure of the role played by unemployment insurance in acting as a brake 
to counteract downward economic spirals. They also give some indi- 
cation of the job ahead for both the employment services and the un- 
employment insurance services of the Federal-State employment 
security system. 


REVISION OF AMOUNT 


Mr. Focarty. This request is for $33 million. 

Mr. Goopwin. That is right. This is for grants to States for 
administration of the employment security program. 

Mr. Fogarty. What was the estimated request in the President’s 
budget we received just a few days ago? 

Mr. Dopson. In the President’s budget we originally included $29 
million as the possible cost of this additional workload. Of course, 
that was a contingency type thing, an estimate, and it was reviewed 
just prior to the message that came up yesterday. In that review it 
was determined that it was necessary to increase the $29 million to 
$33 million. 

Mr. Foaarty. Since the President’s budget arrived here conditions 
have changed to the extent that you need $4 million more than he 
requested > 

Mr. Dopson. When the President notified Congress of a revised 
apportionment needed by the Department, it was indicated that 
there would be a review just prior to sending the estimate up. There 
was some indication that there might be a different figure than the $29 
million. 

Mr. Foaarry, Because of the changing times? 

Mr. Dopson. It is the increase in workload. 

Mr. Focarry. Do you think that this $33 million, according to the 
latest information that is available to you as far as any trends are 
concerned, will be sufficient to carry you through 1958? 

Mr. Dopson. At this particular time the $33 million, we think, is 
a good figure on the basis of information that we have at hand. 

Mr. Foaarty. You do not expect that unemployment is going to 
go any higher then? 


ESTIMATES OF INSURED UNEMPLOYMENT 


Mr. Dopson. We have estimates on insured unemployment which 
indicate that insured unemployment will average 2.6 million in the 
second half of 1958. 

Mr. Goopwin. We are expecting the peak to go to 2.9. 

Mr. Focarry. How does that compare with a year ago? 

Mr. Goopwin. The peak last year was 1.8 million. It is 1.1 
million higher than last year. 

Mr. Foacarty. That is insured unemployment? 

Mr. Goopwin. Yes. This estimate is based upon an average of 2 
million, our revised estimate in other words. What we had included 
in our original request for 1958 was 1,225,000. That gives you an 
indication of how much the load has gone up. 

Mr. Fogarty. What is unemployment running to now? 

Mr. Goopwin. Insured unemployment? 








Mr. Focarrty. Yes. 
Mr. Goopwin. Right now it is about 2,800,000. 


Mr. Focarty. You are only requesting funds for an average of 2 
million? 


Mr. Goopwin. Yes, that is for the year. 


Mr. Focarry. You think that is going to be sufficient to carry 
you through? 


Mr. Goopwin. On the basis of the information that we have now, 


and the trends in the last few weeks, we believe that that will take 
care of it. 


BASIS FOR ESTIMATES OF INSURED UNEMPLOYMENT 


Mr. Fogarty. Will you put into the record at this point the basis 


of your latest estimate that this will be sufficient to carry you through 
1958? 


Mr. Goopwin. Yes. 


Mr. Foaarrty. Will you also supply for the record a table showing 


insured unemployment for the last 12 months and your estimate for 
the current year? 


Mr. Goopwrn. Yes, sir. 
(The information requested follows:) 


BureAU OF EMPLOYMENT SeEcuRITY STATEMENT ON EsTIMATEs OF INSURED 
UNEMPLOYMENT 


The basis of our information on insured unemployment is a weekly report sub- 

mitted by all State employment-security agencies. This report provides informa- 
tion on insured unemployment and comments on the industries and localities 
experiencing this unemployment. 
+ Our request for supplemental funds for fiscal year 1958 was based on the assump- 
tion that insured unemployment will average 2 million per week. In developing 
this estimate, we considered both the normal seasonal changes that affect insured 
unemployment in the January-June period and our recent experience, which 
indicates greater than usual unemployment among covered workers. 

Usually, insured unemployment reaches a high in January, tapers off to some 
extent in February, and then declines steadily during the rest of the fiscal year. 
The net effect of these month-to-month changes is that insured unemployment in 
the second half of the fiscal year is about 30 percent higher, on the average, than it 
is in the first half of the fiseal year. We, therefore, provided for this seasonal 
increase in our estimates of the second half. 

We added to this basic trend the heavier volumes we expect this year as the 
result of the adjustments now taking place in the economy. 

The weakness developing in the economy first became evident in our unemploy- 
ment-insurance figures last September when, instead of declining as usual, they 
began to rise. Since that time the increase has accelerated. In December, 
insured unemployment averaged 2,087,000 per week, which was 64 percent higher 
than the average in December 1956. By the end of the second week of January, 
insured unemployment rose to 2,823,000, about 65 percent above that of the same 
period last year. 

In making our estimates, we assumed that the seasonal improvement which 
normally starts in February would, this year, start somewhat later and be more 
gradual. We, therefore, estimated that insured unemployment would continne 
to rise through January, averaging about 2.9 million for the month; that it would 
continue at about the same high leve! through February, and would then start a 
downward movement in March, reaching an estimated level of about 2.4 million 
in May and June. The net effect of these estimates is an average level of insured 
unemployment of about 2.6 million in the second half of this fiscal year and an 
average of 2 million for the year as a whole. 

The above estimates take into account normal seasonal trends, plus the adjust- 
ments now taking place in the economy. 
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Department of Labor, Bureau of Employment Security—-Average monthly State 
insured unemployment, fiscal years 1957-58 


{In thousands] 





Fiscal year || | Fiscal year 
| Fiscal year | 1958, actual | Fiseal year | 1958, actual 
| 1957, actual | through | | 1957, actual | through 
| December 





December 
| 
ee cease Mbbedeensieescioe . ] poenaiee ——| |. -—— 
Spee, 2 is sie. 1,196 | 1,269 || March : oe 1, 580 | 12. 600 
August ___...._.. cs 1, 046 | 1,06 4) Aprilwd: focct ac! 1, 165 | 1 2, 500 
September. Soon eal T7 1,151 || May i 1, 338 1 2,400 
EEE 808 1,218 || June___- ° 1, 239 | 1 2, 400 
November.......-----| 1, 004 1, 491 | tne feneintee 
December. ..-.--..--- 1, 277 2, 087 Fiscal year av- 
January. uae 1. 727 1 2, 900 erage. .._...__} 1, 234 2, 000 
February -__---- 4 1,719 1 2, 900 

i Estimated. 


CURRENT APPORTIONMENT OF FUNDS 


Mr. Fogarry. Are your funds currently apportioned on the basis 
of an additional amount of $29 million being available, or $33 million? 

Mr. Love. On the basis of $29 million, but at the present time we 
are preparing an apportionment on the basis of $33 million. 


LEGAL OPINION REGARDING DEFICIENCY APPORTIONMENT 


Mr. Focarry. In your justifications, you say that this appropria- 
tion was reapportioned pursuant to section 3679 of the Revised 
Statutes, as amended. Was there any question of the legality of the 
deficiency apportionment that you are operating under now? 

Mr. Goopwin. We do not think so, sir. The matter was dis- 
cussed thoroughly with the Solicitor. 

Mr. Fogarty. Do you have an opinion from him? 

Mr. Goopwin. Yes. 

Mr. Focarry. Will you put that in the record, please? 

Mr. Goopwin. We will be glad to. 

(The material requested follows: ) 


Unitep States DepartMENT or LaBor, 
OFrFICE OF THE SOLICITOR, 


Washington. 
MEMORANDUM 


To: James E. Dodson, Administrative Assistant Secretary. 

From: Stuart Rothman, Solicitor. 

Subject: Application of section 665 (e) of the Anti-Deficiencey Act—Grants to 
States for unemployment compensation and employment service administration. 
You have requested my opinion whether the waiver of the prohibition against 

apportionment provided in section 665 (e), title 31, United States Code, commonly 

referred to as the Anti-Deficiency Act, can be applied in the following situation. 


In the late fall of 1957, claims for unemployment compensation rose very 
rapidiy each month. It thus became necessary to augment the personnel of the 
State unemployment-insurance agencies to avoid excessive delay or cease alto- 
gether the processing of claims. Reapportionment of the appropriation for grants 
to the States for unemployment compensation and employment service adminis- 
tration was, therefore, requested by the Department and approved by the Bureau 





11 


ithe Budget on the basis of the exception provided in clause (B) of section 665 (e) 
of the Anti-Deficiency Act.! 

The pertinent portion of this per provides that apportionment or reap- 
portionment or request therefor the head of an agency may be made despite 
the contemplated necessity for a deficiency or supplemental estimate if the head 
of the agency determines that such action is required because of “emergencies 
involving * * * the immediate welfare of individuals in cases where an appro- 
priation has been made to enable the United States to make payment of or con- 
tributions toward, sums which are required to be paid to individuals either in 
specific amounts fixed by law or in accordance with formulas prescribed by law.” 

There would appear to be little doubt that extended and mounting unemploy- 
ment, making existing personnel and facilities for the payment of unemployment 
insurance inadequate, thereby postponing or stopping the receipt of unemploy- 
ment insurance, would be an emergency involving the “immediate welfare of 
individuals.’’ The question remaining, however, is whether this situation involves 
“cases where an appropriation has been made to enable the United States to make 
payment of or contributions toward sums which are required to be paid to indi- 
viduals, either in specific amounts fixed by law or in accordance with formulas 
prescribed by law.” 

The appropriation involved here is the regular appropriation of the Bureau of 
Employment Security of the Department of Labor captioned ‘“‘Grants to States 
for unemployment compensation and employment service administration.” ? 

This appropriation provides money for grants to States for the administration 
of the Federal employees’ unemployment compensation program (title XV of the 
Social Security Act) and the veterans’ unemployment compensation program 
(title IV of the Veterans’ Readjustment Assistance Act of 1952), both of which 
programs are administered by the States as agents of the Federal Government. 
It provides in addition sums for the administration of the Federal-State unem- 
ployment insurance program (title III of the Social Security Act) and the public 
employment offices through which all unemployment insurance is administered 
and paid. 

To the extent that the appropriation relates to grants to States for adminis- 
tration of the two Federal unemployment insurance programs (where benefits to 
individuals are paid from: Federal funds) it falls squarely within the language 
“eases where an appropriation has been made to enable the United States to 
make payment of, or contributions toward, sums which are required to be paid 
to individuals either in specific amounts fixed by law or in accordance with formu- 
las prescribed by law.’ The United States by such appropriation is enabled 
(through the use of the State employment security agencies as the agent of the 
Federal Government) to make payment of sums which are required to be paid 
to individuals either in specific amounts or in accordance with formulas prescribed 
by law.3 

The funds granted to the States for the administration of the Federal-State 
unemployment insurance program, including the administration of the public 
employment offices are not separated or distinguished in the appropriation act 
from those granted for the administration of the purely Federal programs. The 
appropriation act provides a single amount for the administration of all the 
programs and all are listed under one caption “‘Grants to States for Unemploy- 





! Sec. 665 (e) of the Anti-Deficiency Act provides as follows: 

““(e) (1) No apportionment or reapportionment, or request therefor by the head of an agency, which, in 
the judgment of the officer making or the agency head requesting such apportionment or reapportionment 
would indicate a necessity for a deficiency or supplemental estimate shall be made except upon a determi- 
nation by such officer or agency head, as the case may be, that such action is required because of (A) any 
laws enacted subsequent to the transmission to the Congress of estimates for an appropriation which re- 
quire expenditures beyond administrative control; or (B) emergencies involving the safety of human life, the 
protection of property, or the immediate welfare of individuals in cases where an appropriation has been made to 
enable the United States to make payment of, or contributions toward, sums which are required to be — to in- 
dividuals either in specific amounts fized by law or in accordance with formulae prescribed by law."’ (Emphasis 
ours.) 

? For fiscal year 1956 the apprepriation provided, in pertinent part, as follows: 

“Grants to States for unemployment compensation and employment serrice administration: For grants in 
accordance with the provisions of the Act of June 6, 1933, as amended (29 U. 8, C. 49-49n), for carrying into 
effect section 602 of the Servicemen’s Readjustment Act of 1944, for grants to the States as authorized in 
title III of the Social Security Act, as amended (42 U. 8. C. 501-503), including, upon the poquest of any 
State, the purchase of equipment, and the payment of rental for space made available to such State in lieu 
of grants for such purpose, for necessary expenses including purchasing and installing of air-conditioning 
equipment in connection with the operation of employment office facilities and services in the District of 
Columbia, and for expenses not otherwise provided for, necessary for carrying out title IV of the Veterans’ 
Readjustment Assistance Act of 1952 (66 Stat. 684) and title XV of the Social Secutiry Act, as amended 
(68 Stat. 1130) * * *.’’ [Emphasis ours.] 

’ The unemployment compensation for veterans program in general provides for a fixed amount of $26 
per week for not in excess of 26 weeks; the unemployment compensation for Federal employees provides for 
payment in accordance with the formulas prescribed by the applicable State laws. 
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ment Compensation and Employment Service Administration.’’ Congress has 
thus recognized the unified nature of the administration of all these programs. 
Claims are filed in the same public employment offices, are processed by the 
same personnel and to a great extent involve the application of the same provisions 
of State law. Although in the Federal-State program the United States does not 
make payment to individuals, the statutory scheme obligates the United States 
to provide the funds necessary to pay for the facilities and personnel to administer 
the program.‘ Without funds to administer the program, no claims could be 
taken, processed, or paid. 

The legislative history of section 665 (e), I believe, makes it clear that it may 
properly be applied to appropriations for grants to States for the administration 
of the Federal-State unemployment compensation program. Congressman 
Norrell in a section by section analysis of the bill which became the Antideficiency 
Act explained the purpose of section 665 (e) as follows: 

““ * * * Under present law the executive branch heretofore has considered 
that appropriations for certain activities of the Government must be apportioned 
on a basis leading to a deficiency or supplemental estimate in some circumstances 
an order to insure that obligations of the Government will be met in accordance 
with the apparent intent of the basic legislation and the appropriations made 
pursuant thereto. Notable among these appropriations are those for grants to 
States for public assistance programs and for payment of benefits to veterans. 

“Tt is necessary that programs of this type be carried on without delay or 
curtailment, even in the event changed circumstances indicate that appropriations 
therefor are inadequate. Accordingly, the bill would authorize the apportionment 
of any particular appropriation on a basis which would indicate a necessity for a 
deficiency or supplemental estimate when required in emergencies involving the 
immediate welfare of individuals who are dependent upon appropriations of this type, 
as well as in emergencies involving the safety of human life or the protection of 
property.’’ 5 [Emphasis ours.] 

The immediate welfare of claimants for unemployment compensation under 
the Federal-State program is as much dependent upon the Federal appropriation 
which makes the payment of their claims administratively possible as it is upon 
the appropriation for the amount of the claim itself. I believe that this expressed 
legislative purpose, particularly recognizing programs involving grants to States, 
affords a sound basis for application of clause (B) of section 665 (e) to the case 
presented. 

It is accordingly my conclusion, on the basis that the appropriation act for 
grants to States for unemployment compensation and employment security 
administration is, at least in part, squarely within the language of clause (B) 
of section 665 (e) as well as the apparent legislative purpose of this provision, 
that the application of this provision under the circumstances described was 
proper. 


CONTINGENCY FUND 


Mr. Focarty. What has happened to the contingency fund in the 
“Grants to States’ appropriation? What did we allow; $10 million? 

Mr. Goopwin. You allowed $10 million, sir, and that has been 
completely obligated. As a matter of fact, most of it was required 
this year for increases in State salaries and changes i in the State laws, 
so that 

Mr. Fogarty. Not for increased workload? 

Mr. Goopwin. You see, the workload did not get to the point where 
there would be a claim on the contingency fund until later in the year. 
By that time we had a sufficient number of increases in State salaries 
and changes in State laws, so that we had largely obligated the 
contingency fund. 

Mr. Focarty. That contingency fund can only be used for in- 
creased salaries, changes in State laws, and increased workload; those 

three categories and nothing else? 

Mr. Goopwin. That is right. 





4 Title III, Social Security Act, as amended, 42 8. C. 501-503. 
5 Congressional Record, May 10, 1950, vol. 96, pt. V, pp. 6836-6837. 
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Mr. Foaarrty. This is the first time that that has been fully obli- 
oes | in some time. In recent years we have always had something 
eft over in the contingency fund. 

Mr. Goopwin. Yes. 

Mr. Focartry. That was one of the reasons it was reduced a year 
or two ago. 

Mr. Goopww. On the basis of experience for the last several years, 
it would have been adequate. 


UNEMPLOYMENT COMPENSATION FOR VETERANS AND FEDERAL 
EMPLOYEES 


Mr. Focarry. Regarding unemployment compensation for veter- 
‘ans and Federal employees, you are in rather bad shape; are you not? 
You say that you are running out of money by February 15 in both? 

Mr. Love. Yes. 

Mr. Focarry. This is something that you do not have any control 
over. According to the law if these veterans and Federal employ ees 
are entitled to compensation, if they meet the requirements, it is then 
anobligation of the Federal Government to provide the funds? 

Mr. Love. That is right. 

Mr. Focartry. The payments are fixed by formula? 

Mr. Love. Yes, sir. 

Mr. Focarry. There is not much we can do about it? 

Mr. Love. Yes. 

TRANSFERABILITY OF FUNDS 


Mr. Dopson. Mr. Chairman, if I may, there is a language change 
requested in connection with unemployment compensation for veter- 
ans and Federal workers. It is merely to permit us to transfer 5 
percent from one to the other if we find one is a little short and the 
other has a little money in it. 

Mr. Focarry. You know the feeling of this committee on requests 
like that, Mr. Dodson. 

I hope that you have made good estimates for each of these cate- 
gories and will not find need for such authority. 

Do I make myself clear? 

Mr. Dopson. Yes, sir. 


COMMITTEE ACTION ON PREVIOUS REQUESTS 


Mr. Focarry. We cut both of these appropriations this fiscal year, 
on the basis of the most current experience at the time we acted. 
When the programs were new, even though we cut your requests 
quite drastically, we did not cut them quite enough a couple of years. 
We tried to figure out what would be needed this fiscal year on the 
basis of the current rates of payment at the time we marked up the 
bill, and we would have been about right except that things have 


changed in the last 4 or 5 months and that is why you are in here for 
this request. 
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BASIS FOR ESTIMATES 


From the tables in your justifications, it appears that your estimates 
are based on improvement in the unemployment situation for both 
veterans and Federal employees during the next 5 months; is that 
right? 

Mr. Goopwin. Very slight improvement in those two programs, 
we think. We do not expect the unemployment situation generally 
to improve before July. 

Mr. Fogarty. I am talking about these two programs, veterans 
and Federal employees. 

Mr. Goopwin. | realize that. On Federal employees the plans of 
the Government have changed somewhat as far as hiring is concerned. 
The Department of Defense plans particularly have been modified. 
We had rather heavy layoffs for the second quarter and the effect of 
that carries over into the third quarter, as far as unemployment 
compensation is concerned. Our third quarter, the one we are in 
now, is heavy and will continue heavy. However, the change in the 
Government’s hiring plans will, in our estimation, give some change 
to the situation for the fourth quarter, so we expect some minor 
improvement in the fourth quarter. 

Mr. Fogarty. Have they informed you that they are going to hire 
more people? 

Mr. Goopwin. We have consulted with the Government agencies 
involved and we have the picture as clearly as they know it themse lves, 
I would say, on this point. That does not mean that it will not 
change, but I doubt if it will change substantially. 

Mr. Focarry. It looks to me, the way it is running now, it is 
going to have to improve substantially in order for you to get along 
with what you are requesting of Congress. 

If it does not, you are going to be coming back here again. I hope 
you do not have to come back here for another supplemental in 1958. 
Mr. Goopwin. I certainly hope we do not, too, Mr. Chairman. 

This represents our best estimate on the basis of what we know now. 

Mr. Fogarty. Didn’t you request a contingency fund for veterans 
and Federal employees in the 1958 budget? 

Mr. Goopwin. We did last year, for 1958. We suggested it and 
it was cut out. 

Mr. Focartry. Do you make any requests in this supplemental for 
contingency funds of any kind? 

Mr. Goopwin. We do not, no. 

Mr. Fogarty. Mr. Denton? 

Mr. Denton. The money that you pay out for unemployment 
insurance to Korean veterans and to Federal employees comes out of 
the Public Treasury? 

Mr. Goopwin. That is right, sir. 

Mr. Denton. The money that you pay out to the States for 
administering the act and for your Department comes out of three- 
tenths of 1 percent that is deducted from the employers’ tax? 

Mr. Goopwin. Yes, sir. 


POSSIBLE DELAY IN UNEMPLOYMENT COMPENSATION PAYMENTS 


Mr. Denton. Here is what worries me about this situation: The 
last time we had a decline in the employment in my home State they 
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told me that they ran several weeks behind in making the unemploy- 
ment payments. They said the reason for that was that they did not 
have a sufficient staff to take care of it. 

I wonder if that situation prevails now. Are the States making 
ee promptly or are they running weeks behind? 

Mr. Goopwin. They are doing better than the last time we had 
this problem, Mr. Denton. There is always a problem and we have 
not been able to get away from it completely when we have these 
very sharp increases in workload. One of the problems this year, for 
instance, was tied in with the reapportionment. Many of the States 
have no authority to spend this money unless they have it in hand. 
We were tied with the old apportionment and we had to go through 
the procedure of getting that changed by the Bureau of the Budget 
before we could actually give the money to the States. Some of 
them were slowed down by, I would say, a month to 6 weeks on their 
hiring plans because of this point. 

That has cleared up and the States have added 6,000 people to 
their rolls. They are not all current. There are some backlogs and 
they are working overtime right now and they are working in some 
places on Saturdays. They are pretty well on top of the job and they 
are catching up all the time. If this supplemental is approved so that 
the hiring can continue, they will get in better shape within the next 
month. 

Mr. Denton. It seems to me that when they become unemployed 
they are entitled to their money right now and not-2 or 3 months 
from now. I think we are especially defeating the purpose of the act 
if these payments are not made promptly. 

Mr. Goopwin. We thoroughly agree with you and we have been 
doing everything that we can to help the States staff up and get 
ready to take care of the problem. 


ELIGIBILITY FOR VETERANS UNEMPLOYMENT COMPENSATION 


Mr. Denton. Let me ask you about the Korean veterans. 

That covered veterans who had service prior to January 31, 1955, 
did it not? Or was it 1957? 

Mr. Murpuy. It covers veterans with service prior to January 31, 
1955. 

Mr. Denton. How long has that to run? 

Mr. Murpnuy. It runs to 1960, January 31, 1960. 

Mr. Denton. When must their service have started? Or let us 
take it the other way: How far back? 

Mr. Murpuy. They may have 15 years service prior to January 
1955. 

Mr. Denton. Is a man in World War I still covered by that? 

Mr. Murpny. No; he is not. It is the period for the Korean war, 
between June 1950 and January 31, 1955. He has to have service in 
that period. 

Mr. Denton. That runs until 1960? 

Mr. Murpny. That is right. 

Mr. Denton. Your problem is one with the current unemployment 
in the country; more of those Korean veterans are unemployed than 
you expected? 

Mr. Murpny. That is right. 
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PREPARATION OF UNEMPLOYMENT STATISTICS 


Mr. Denton. Does your Department put out the figures about the 
unemployment? 

Mr. Goopwin. The Department of Labor and the Department of 
Commerce get out a monthly release on unemployment. 

Mr. Denton. The same one we get? 

Mr. Goopwin. Yes. 

Mr. Denton. Do you have anything to do with preparing it? 

Mr. Goopwin. We furnish our claims figures, which play some part 
in the development of that statement, but my Bureau is not responsible 
for the statement itself. 

Mr. Denton. What I am interested in is, how do they get the 
figures of those unemployed who are not drawing unemployment 
insurance? 

Mr. Goopwin. They get them from the census sample. The 
Bureau of the Census makes a monthly sampling of unemployment. 

Mr. Denton. According to your figures there are approximately 
2.9 million drawing unemployment insurance? 

Mr. Goopwin. Yes, sir. 

Mr. Denton. According to the Departments of Labor and Com- 
merce, there are over a million more not drawing unemployment 
insurance who are unemployed? 

Mr. Goopwin. Our figures are running about 62 percent of the total 
now. I guess that figures out. That is right; yes. 

Mr. Denton. I have beard a great many people say that that 
figure was unduly low for those who were unemployed and not drawing 
compensation. I do not know. 

I think that is all. 

Mr. Taser. The unemployment insurance stops after they have 
been on the rolls so many weeks, does it not? 

Mr. Goopwin. Yes, sir. 

Mr. Taser. So that anybody who is unemployed longer than that 
number of weeks is off your’rolls? 

Mr. Goopwin. That is right. 

Mr. Taser. The longer unemployment continues the more there 
are who are unemployed who are not drawing compensation? 

Mr. Goopwin. That is right, sir. 

The maximum in most State laws is 26 weeks and the program is 
controlled by the provisions of the State laws. 

Mr. Taser. I think that is all. 

Mr. Focarty. Thank you very much, Mr. Goodwin. 

Mr. Goopwin. Thank you, Mr. Chairman. 


x 





